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Introduction
Responding to current difficulties and
the substantial uncertainties arising from
COVID-19 is a theme which underlies many
of the areas in our third Quarterly Financial
Reporting Brief for 2020.
Companies, investors and other
stakeholders call increasingly louder on
those involved in the standard-setting
process for a comprehensive corporate
reporting system which will deal on
a connected basis with both financial
reporting and non-financial reporting and
provide clear explanation and disclosure of
climate risk and ESG risks.
The implementation period for Brexit is due
to end on 31 December 2020 but much

• IAASA observations
• COVID-19 Act
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of the detail continues to be uncertain.
Irish companies need, where material, to
provide comprehensive disclosure with
regard to the implications of Brexit on their
trading and economic arrangements, and
the projected impact on their financial
performance, financial position, cash flows
and risks.
This Brief comments on financial reporting
and legal and regulatory developments
during the third quarter of 2020.

1. International accounting and
related developments
Comprehensive corporate reporting
Developments continue in relation to the
growing call and recognition that a more
comprehensive system is required for
non-financial reporting (NFR) and its interconnection with financial reporting.
Developments include:
• The European Commission (EC) has
received responses on the consultation
document it launched earlier this year
on the EU NFR Directive. The EC has
asked the European Financial Reporting
Advisory Group (EFRAG) to undertake
preparatory work for the possible
development of a common set of NFR
standards. EFRAG has formed a new
lab project task force to undertake the
project;
• The International Federation of
Accountants (IFAC) has called on G20
leaders to strengthen commitments to
sustainability, transparency, integrity,
regulatory consistency and global
collaboration. Recommendations include:
– Focus on public sector transparency
and integrity – calling on G20 to adopt
International Public Sector Accounting
Standards (IPSAS) and accrual
accounting at all levels of government;
and
– Resist regulatory fragmentation urging
all to agree on a global framework
for NFR that incorporates integrated
reporting principles.
• IFAC has released ‘Enhanced Corporate
Reporting: The Way Forward’ calling
for the IFRS Foundation to form a
new Sustainability Standards Board
to work with the IASB to develop a
global corporate reporting framework.
It is proposed that a ‘building blocks’
approach be adopted leveraging work
carried out by five internationally
significant standard setters, primarily
focussed on sustainability reporting and
integrated reporting.
• The five standard setters are the Climate
Disclosure Standards Board, the Global
Reporting Initiative, the International
Integrated Reporting Council, the
Sustainability Accounting Standards

Board and CDP Worldwide. They have
declared their intent to provide:
– Joint guidance on how the frameworks
and standards can be applied in a
complementary way;
– Joint vision of how these standards
could complement generally accepted
accounting principles and support
progress towards a more coherent,
comprehensive corporate reporting
system; and
– Joint commitment to drive towards this
goal through deeper collaboration.
• Major investment management groups,
with over $100 trillion in assets under
management, have written an open
letter calling on companies to consider
the materiality of climate-related risks in
the preparation of financial statements,
strongly expressing their view that
climate-related risks are material factors
that should be reflected appropriately
in financial statements. This follows
views expressed by a number of others
involved in the investment management
industry for a global industry standard
to provide greater transparency and
comparability in corporate reports on
climate-related and other ESG risks.
COVID-19: public sector reporting
There has been a number of developments
and publications in this area, including:
• IFAC has jointly published a tool for
governments and other interested
stakeholders to apply best practices in
public sector accounting when applying
COVID-19 intervention programmes. The
new tool includes:
– A step-by-step process to assess,
evaluate and inform various types of
intervention programmes; and
– An overview of the way to support
accrual accounting.
• In the UK, HM Treasury has published
guidance to assist those in the public
sector in meeting minimum sustainability
reporting requirements for 2020/21. Best
practice examples and an explanation of
the underlying principles are included.
The guidance could be of assistance to
Irish entities.
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• Others that have provided additional
guidance in this area include:
– Accountancy Europe is releasing
a series of podcasts on the wider
repercussions of COVID-19 for the
public sector; and
– The South African Integrated Reporting
Committee has published ‘Reporting
in a Time of Crisis’ offering explanation
of how an organisation should report
on the impacts of the pandemic and
uncertainties that lie ahead in its
Integrated Report.
IBOR reform
The International Accounting Standards
Board (IASB) has published ‘Interest
Rate Benchmark Reform – Phase 2
(Amendments to IFRS 9, IAS 39, IFRS 7,
IFRS 4 and IFRS 16)’ with amendments that
address issues that might affect financial
reporting after the reform of an interest
rate benchmark. The changes relate to:
• Modification of financial assets, financial
labilities and lease liabilities, with the
updating of the effective interest rate;
• Hedge accounting – is not discontinued
but must be amended to reflect
modifications to the hedged item,
hedging instrument and hedged risk; and
• Disclosures must be provided sufficient
to allow users understand the nature and
extent of risks arising from IBOR reform
and how the entity manages those risks.
The amendments are effective for
accounting periods beginning on or after
1st January 2021, with earlier application
permitted. The endorsements are subject
to endorsement by the EU.

General Presentation and Disclosure
The process continues on development
of a new IFRS Standard on General
Presentation and Disclosure, to replace the
existing IAS 1. Features of the proposed
Standard include:
• Presentation of additional defined
subtotals in the statement of profit or
loss;
• Improved disaggregation of information
in a useful way in the financial
statements, including requirements to:
– analyse operating expenses;
– identify unusual income and expenses;
and
• Disclosure of information about
management performance measures
in the notes to the financial statements,
including a reconciliation to measures
specified by IFRS Standards.
EFRAG, together with European National
Standard Setters and the IASB, is
conducting field tests, which have brought
forward calls for more guidance and
illustrative examples in areas including
foreign exchange differences, fair value
gains and losses, non-integral associates
and joint ventures, expense analysis,
unusual/exceptional income and expenses.

Goodwill
To support its review of the IASB
proposals in its discussion paper ‘Business
Combinations Disclosures: Goodwill
and Impairment’, EFRAG has launched
a questionnaire and an invitation for
interview for preparers with active merger
and acquisition agendas or material
goodwill amounts in their financial
statements.
Crypto assets and liabilities
EFRAG has published a discussion
paper ‘Accounting for Crypto Assets and
Liabilities: Holder and Issuer Perspective’.
The DP provides possible approaches to
address the potential gaps in the current
framework to deal with crypto assets
and liabilities in financial reporting. Three
possible approaches are being considered
– no amendments; amend and/or clarify
existing IFRS requirements; develop a new
standard.

The IASB has deferred by one year the
effective date of Classification of Liabilities
as Current or Non-Current (Amendments
to IAS1) to annual reporting periods
beginning on after 1st January 2023.
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2. Ireland and UK – recent
developments
Brexit
The Deloitte recent Need to Know
publication summarises and provides some
insight on Brexit and the impact it will have
from 2021 onwards on company reporting,
auditing, corporate governance matters.
The UK government has enacted a number
of statutory instruments to deal with those
and other areas. IFRS will continue to be
adopted by many UK companies, either
by legal requirement or voluntarily, but it
will move from IFRS as adopted by the EU
to IFRS as adopted by the UK, with a UK
endorsement process.
Brexit has given rise to great uncertainty
for many Irish companies as regards future
trading arrangements and economic
consequences. Companies need to
consider that where there are material
consequences arising from the transition
and surrounding uncertainty, they should
disclose and explain information on
specific and direct challenges to their
business models and future strategies. The
general explanatory information should,
if considered material, be added to by
disclosure on areas including:
• Particular threats to import/export
operations or disruptions to the supply
chain;
• The sensitivity of assets and liabilities to
changes in management’s assumptions
regarding future developments with
sensitivity analysis on cash flow
projections;
• Consideration of whether economic
consequences may affect the ability of a
company to continue as a going concern;
and
• Post-balance sheet events, both adjusting
and non-adjusting.
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Amendments to standards
The FRC has proposed the following
amendments to its standards:
• FRED 75 – Draft Amendments to FRS
104: Interim Financial Reporting – Going
Concern – which clarifies that when
preparing interim financial statements
in accordance with FRS 104 there is a
requirement to assess the going concern
basis of accounting; and disclosure
is required of any related material
uncertainties. The disclosure of any
related material uncertainties should
enhance the information available to
users of the interim financial statements;
and
• FRED 76 – proposes to introduce into
both FRS 102 and FRS 105 (micro entities)
explicit requirements for accounting for
temporary rent concessions for operating
leases arising as a direct consequence of
the COVID-19 pandemic.
The proposals made in both FRED 75 and
FRED 76 are consistent with accounting
under IFRS. The proposed amendments
are expected to apply for periods
beginning on or after 1st January 2021 with
earlier application permitted.
ICAEW has published guidance on how
to improve disclosures when preparing
financial statements in accordance with
FRS 102.

FRC: thematic reviews
The FRC has completed its first thematic
review of company reporting since
the onset of the COVID-19 pandemic.
The review found that more extensive
disclosure could be provided in a number
of areas. In light of current difficulties
and uncertainties, companies are urged
to provide improved disclosure and
explanation of:
• Significant judgements and estimates
with more robust sensitivity analysis;
• Position regarding the ability to continue
as a going concern;
• Consistency between assumptions used
in going concern assessments and other
areas in the financial statements; and
• The application of requirements relating
to exceptional and similar items.
The review provides guidance and better
practice examples for companies.
The FRC has also published reports
arising from two thematic reviews into the
reporting of revenue and leases identifying
a number of critical areas where companies
need to improve their reporting. This
follows on from the FRC review last year
into the quality of transition disclosures
in a sample of financial reports. Areas on
which the thematic reviews recommend
improved disclosure include:
Revenue:
• Provide clear description of performance
obligations, the timing of revenues,
including any variable consideration,
and explanations of any significant
judgements made;
• Identify and explain significant
movements in contract balances; and
• Ensure there is consistency between
revenue-related information in the
strategic report and information in the
financial statements.

Leases:
• Tailor the descriptions of accounting
policies to match their particular
circumstances in all material areas;
• Provide detailed information about
significant judgements; and
• Include sufficient detail to enable a good
understanding of the financial reporting
effects of leasing arrangements.
Financial Reporting Lab projects
In response to the current level of
uncertainty in the business environment,
the FRC Lab is calling on investors and
companies to participate in two different
projects:
• Reporting on Stakeholders and Section
172 Disclosures – seeking to identify
how information about stakeholders,
including suppliers and customers,
can be reported most effectively
by examining existing practice and
understanding investor needs; and
• Reporting on corporate disclosures on
risks, uncertainties and scenarios – to
explore whether and how company risk
identification, risk management and
scenario planning processes are evolving
and how this is impacting reporting and
disclosure.
Climate Financial Risk Forum
The Climate Financial Risk Forum,
established in the UK by the Prudential
Regulatory Authority and the Financial
Conduct Authority, has published a
guide for the financial services industry
addressing climate-related financial risks.
The purpose is to understand the risks
that arise from climate change and to
provide support on how to integrate those
risks into strategy and decision making
processes.
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3. Legal and regulatory
developments
IAASA Observations
The Irish Auditing and Accounting
Supervisory Authority (IAASA) has
published its annual Observations paper
highlighting some significant topics that
should be considered when preparing
financial statements for 2020. These
include:
• The pervasive impact of the COVID-19
pandemic; and
• The challenges and uncertainties facing
companies arising from Brexit.
IAASA expects companies to provide
entity-specific and comprehensive
disclosure to users of their financial reports
to understand the impact of those matters
on financial performance, financial position,
cash flows and risks.
The observations include guidance and
comment on a wide range of other topics,
many of which closely reflect the impact
of current uncertainties and economic
difficulties.
COVID-19 Act
The Companies (Miscellaneous Provisions)
(COVID-19) Act 2020 has been brought
into effect from 21 August, 2020. It makes
changes to the Companies Act 2014 with
most amendments remaining operative
only until 31 December 2020, with a
potential extension to 30 June 2021.
Changes made are to address practical
issues that have arisen because of
COVID-19, and include
• Time extension up until 31 December
2020 for holding of Annual General
Meetings;
• General meetings may be convened and
held on a virtual basis;
• Practical issues regarding sealing of
documents; and
• Procedures in relation to winding up of
companies.
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Contact us:
Our previous monthly and quarterly
financial briefs can be accessed via
our website here.
In addition, our IAS Plus website provides
a world-leading continuously updated
information source on international
financial reporting developments and
includes a link to our freely accessible IFRS
eLearning programme, and a focused
subsite: UK Accounting Plus.

For more details on the above,
please contact your client service
partner or our financial reporting
service contacts:

John McCarroll
Partner - Audit and
Assurance
+353 1 417 2533
jmccarroll@deloitte.ie
Michael Hartwell
Partner | Head of
Audit and Assurance
+353 1 417 2303
mhartwell@deloitte.ie
Brendan Sheridan
Director - Audit and
Assurance
+353 1 417 2357
bsheridan@deloitte.ie
Oliver Holt
National Director of
Financial Reporting
Services
+ 353 1 417 5731
oliverholt@deloitte.ie
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people have the leadership capabilities, experience and insight to collaborate with clients so they can move forward
with confidence.
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acting or refraining from action on any of the contents of this publication. Deloitte Ireland LLP accepts no liability for any
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its registered office at 19 Bedford Street, Belfast BT2 7EJ, Northern Ireland.
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to learn more about our global network of member firms.
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